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11!l IMPORTANT NOTE !!!
Foreign Vendor questions: State agency personnel calling the AFRS Help Desk
or the Disbursement Reporting/IRS 1099-MISC System product manager for
assistance regarding international payment issues will be directed to the IRS

Help Lines:
IRS 1099 Hotline: Either 866-455-7438 or 304-263-8700
IRS International Tax Hotline: 215-516-2000

IRS 1099-MISC questions:

1. Questions relating to the Disbursement Reporting/IRS 1099-MISC System
should be directed to the Disbursement Reporting/IRS 1099-MISC System
(DRS/IRS) product manager. The DRS/IRS product manager (or others
answering the AFRS Help Line) will not interpret Internal Revenue
Service rules and instructions.

2. Questions relating to interpretation of the Internal Revenue System
rules and instructions should be directed to the IRS at:

Toll Free - 1-866-455-7438 (reputed to be an excellent resource)
TDD Telecommunications for the Deaf - 1-304-267-3367

Fax: 1-304-264-5602
e-mail: mccirp@irs.gov
There also is an IRS website specific to federal, state and local
governments: www.irs.gov/govts
You can call the IRS to ask questions but we recommend you send an e-
mail so that nothing gets lost in the translation. This is a busy time
of year for the IRS, so you may have to wait a while to get an answer.
(when you call you will be advised that you can send an e-mail.)
Whether you talk with someone or send an e-mail, you should be sure to
ask for and obtain the name and IRS badge number of the IRS person who
responds to you.

THE SYSTEM FILES/PRODUCTS MAY CONTAIN PERSONAL INFORMATION ABOUT
CITIZENS. SAFEGUARDING/DISPOSITION (Shredding or Secure Recycle) OF AFRS
FILES/PRODUCTS IS YOUR AGENCY RESPONSIBILITY. SEE EXECUTIVE ORDER 00-
03, 4/15/00; RCW 42.17.310; AND THE FEDERAL PRIVACY ACT OF 1974.

I\_//-\/,—\
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PREFACE

The IRS 1099-M1SC preparation and reporting system is used by many agencies to prepare, print and report
their IRS 1099-M1SC forms. These instructions were developed to guide you through that process.

Major featuresare:

& (new in 2005) The Vendor Account Number (Vendor Number) that had previously been optional will be
required by the Internal Revenue Service for the 2005, 1099-M1SC Reporting.

% (new in 2005) A new feature that is available to 1099-MISC reporting agencies is the capability to roll the
prior 1099-MISC records over as skeleton records for the next reporting year. (Available for DRS and
NON-DRS Agencies)

% (new in 2005) New Weekly Job (DRS350) to remove special characters & DBA from the Vendor Name and
Address 1 line.

% (new in 2005) All the AFRS screens have been updated to reflect the “TIN” designation as the formally
recognized group title given for EIN’s, SSN’sand ITIN’s.

% (new in 2005) Change of IR.1 Screen. To help with the flow and changes to the 1099 reportable
information, the IR.1 screen has been adjusted as follows: 1) The 2™ Tin Notice has been moved down to
the bottom of the screen. 2) The third address line has been moved to the bottom of screen to allow the user
the ability to see what will be printed on their 1099's, as the IRS only accepts three (3) The third address can
still be seen on the bottom of the record to verify that al essential information will be on the 1099.

% (new in 2005) Change of IRS position on Gift Certificates. Reference http://www.irs.gov/publ/irs-

wd/0437030.pdf . Thiswill bring up the IRS Technical Advice Memorandum - TAM 200437030 regarding

this subject.

(new in 2005) A new report DRS348 is available for vendor TINS with multiple IRS box numbers and is

located on the IR.3 screen

(new in 2005) Change to the IR.3 Screen. To help with the flow and reduce the confusion of the

resummarization process the IR.3 screen has been revised.

(new in 2005) Change to the IR.8 Screen. To help with the flow and reduce redundancies on the screen.

IRS 1099-M1SC forms printing is agency controlled. Pages 19-22.

IRS 1099-M1SC forms are folded and stuffed by each reporting agency. Use of a #9 window envelopeis

recommended.

cCEE & &

CAUTIONS
Per the Internal Revenue Service 2005 I nstructionsfor forms 1099, 1098, 5498, and W-2G:
F. Recipient Names and Taxpayer |dentification Numbers: "You are required to maintain the
confidentiality of information obtained on a Form W-9/W-9S relating to the taxpayer's identity
(including SSNs, EINs, and ITINS), and you may use such information only to comply with the tax
laws."

Penalties - Civil Damages for Fraudulent Filing of Information Returns
If you willfully file a fraudulent information return for payments you claim you made to another person, that
person may be able to sue you for damages. Y ou may have to pay $5,000 or more.

RECOMMENDED: Agencies should start early to review Calendar Y ear 2005 IRS 1099s so that any
problems with data collection and 1099 preparation can be identified as soon as possible.
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The 1099 instructions can be abtained through:
http://www.irs.gov
or
visit your local IRS office.

Agency comments and proposal's about these instructions are always welcome. Comments and proposals can be
sent to the IRS 1099 Product Manager by FAX to (360) 664-3363 or to Mail Stop 43113. If you have any
guestions about these instructions, please call the IRS 1099 Product Manager:

Phil Taylor  phone: (360) 664-7712 or DeniseTabler phone: (360) 664-7788
fax: (360) 664-3363 fax: (360) 664-3363
e-mail: phil.taylor@ofm.wa.gov e-mail: denise.tabler@ofm.wa.gov

Classes for DRS users are offered on the following dates:
September 27, 2005 8:30 am.-11:30 am.
October 11, 2005 8:30 am.-11:30 am.
October 25, 2005 8:30 am.-11:30 am.
November 1, 2005 8:30 am.-11:30 am.
November 21, 2005 8:30 am.-11:30 am.

Please refer to the OFM Accounting Division Training Catalog for more information and registration
procedures. The training catalog can be found at web site http://www.of m.wa.gov/ then choose 'Training'.

“Thereports and screens you are about to see are true, the names have been changed to protect the
innocent.”
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OVERVIEW
GENERAL:

The Internal Revenue Service requires filing of a Form 1099-M1SC (Miscellaneous Income)...
“for each person to whom you have paid () at least $10 in royalties or broker paymentsin lieu of
dividends or tax-exempt interest..., (b) at least $600 in rents, services (including parts and
materials), prizes and awards, other income payments, medical and health care payments,... or (d)
gross proceeds paid to an attorney....Y ou must also file Form 1099-MISC for each person from
whom you have withheld any Federal income tax under the backup withholding rules regardless of
the amount of payment.”

“Report on Form 1099-MISC only when payments are made in the course of your trade or
business.... Payments by Federal, state, or local government agencies are also reportable.” (2005
Instructions for Form 1099-M1SC [Specific Instructions for Form 1099-M1SC]).

Internal Revenue Service (IRS) regulationsrequire Calendar Year 2005 IRS
Forms 1099-M [ SC be distributed and submitted by the following dates:

Critical Reporting Dates:

1. January 31, 2006: Final day toissueformsto recipients. Per the IRSinstructions“Y ou
will meet the requirement to furnish the statement if it is properly addressed and mailed on or
before the due date. If the regular due date falls on a Saturday, Sunday, or legal holiday, the
due date is the next business day. A businessday isany day that is not a Saturday, Sunday, or
legal holiday. The due date of January 31, 2006, falls on a Tuesday.

2. March 31, 2006: Due date for OFM to transmit your agency's IRS 1099-MISC records to the
IRS.
NOTE: March 22, 2006, has been established by OFM asthefinal date for agenciesto
add, change, or delete IRS 1099 records. 1099s that exist at close of business on March 22,
2006, will be reported to the IRS.

The following two IRS instructions contain specific instructions for IRS 1099-MISC preparation.
are very important to your |RS 1099-MISC reporting process:

2005 General Instructions for Forms 1099, 1098, 5498, and W-2G

2005 Instructions for Form 1099-M1SC
These instructions are important because each agency is solely responsible for correctly
identifying payments to be reported. Y ou can obtain these instructions at WWW.IRS.GOV.

Taxpayer identification numbers (TINSs) are used by the IRS to associate and verify amounts
you report to the IRS with corresponding amounts on tax returns. The IRS emphasizesit is
important that reporting entities furnish correct names and TINS (Social Security Numbers
(SSNs), Individual Taxpayer Identification Numbers (ITINSs), or Employer Identification Numbers
(EINSs)) for recipients on the forms sent to the IRS.
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Please Note: Taxpayer Identification Number (TIN) is an Internal Revenue Service umbrella
term for Social Security Numbers (SSN), Employer Identification Numbers (EIN), and
Individual Taxpayer Identification Numbers(ITIN). ‘TIN’ isthe generally used term. A TIN
always isanine digit number, no exceptions. TINs can be entered with or without dashes.

SSNs are issued by the Social Security Administration.

ElNs areissued by the Internal Revenue Service.

I TINs are issued by the Internal Revenue Service.

IRS Note on Sole Proprietors. For sole proprietors, you must show the individual’s name on the
first name line; on the second name line, you may enter the "doing business as (DBA)" name. Y ou may
not enter only the DBA name. For the TIN, enter either the individual’s SSN or the EIN of the
business (sole proprietorship). The IRS prefersthat you enter the SSN. (IRS 2005 General
Instructions for Forms 1099, 1098, 5498, and W-2G, section F. Recipient Names and Taxpayer

| dentification Numbers[TINS]).

Deceased Employees. Agency personnel responsible for the IRS 1099-M1SC process are encouraged
to coordinate with their agency payroll office to determine who will be responsible for reporting of
deceased employees.

RESPONSIBILITIES:
AGENCIES areindividually responsiblefor:
Accurate and timely IRS 1099-M [ SC prepar ation, printing and mailing to recipients.
Accuracy of IRS 1099-M1SC data submitted to the Internal Revenue Service.

OFM isresponsiblefor:
Maintenance of IRS 1099 online processes to support agency preparation, printing and
reporting of the IRS 1099-M I SC forms.
Timely transmission to the IRS of the IRS 1099-M | SC data prepared by the agencies.

SYSTEMS:. OFM offerstwo ways for agencies to report IRS 1099-MISCs electronically:

1. DRSUsers. Usethe Disbursement Reporting System to collect payment transactions and
summarize 1099-eligible transactionsinto a 1099 file for preparing printed 1099s for
distribution to recipients and for el ectronic mediareporting to the IRS. DRS users can also
manually add 1099 records on screen IR.1.

2. Non-DRSUsers: Usethe 1099 input screen in the Disbursement Reporting System to directly
prepare 1099s for subsequent printing and distribution to recipients and for transmission to the
IRS by OFM.
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REPORTING BASIS: IRS 1099-MISC reporting is on the cash basis, not accrual, as noted below:
Regular warrants and Inserted warrants - The appropriate reporting year for 1099-eligible

transactions is determined by the warrant date, not the date(s) services were performed or
when the initial accounting entry was made. For 2005 reporting, the warrant dates must be
01/02/05 - 12/31/05. Interms of the Internal Revenue Service '‘constructive receipt' rule a
paper warrant (regular warrant or inserted warrant) is constructively available to a vendor
when the warrant has been printed because the vendor could make arrangements to pick up the
warrant as soon asit is available. Therefore, the payment will be reported in the year of the
warrant date.

Electronic Funds Transfer (EFT) payments - Effective for warrant dates 05363 (Dec 29, 2005) and
05364 (Dec 30, 2005) the records will be summarized to Calendar Y ear 2006 IRS 1099-M1SC
records because the settlement date is two state business days after the warrant date. Using the
‘constructive receipt' rule as defined by the Internal Revenue Service, an EFT payment is
‘constructively received' when the funds are deposited in the vendor's bank account. EFT
payments are available to a vendor on the settlement date, which is two state business days
after the warrant date. Thiswill cause all EFT payments with awarrant date on one of the last
two business days of the calendar year to be summarized to the IRS 1099-MISC records for the
next calendar year.

RETENTION OF IRS 1099-MISC: The Tax Year 2005 IRS General Instructions for Forms 1099,
1098, 5498, and W-2G, Section D Filing Returns With the IRS, states: "Keeping Copies. Generally,
keep copies of information returns you filed with the IRS or have the ability to reconstruct the data for
at least 3 years, from the due date of the returns. Keep copies of information returns for 4 yearsiif
backup withholding was imposed.” Please note that this RS guidance has been consistent from year
to year.

CHANGESTO IRS 1099 RECORDS & REPORTING CHANGESTO THE IRS:

Changes made prior to agency final printing and distribution of 1099 not later than January 31, 2006:
Any changes made prior to printing and mailing of forms to vendors should be done as usual on Screen
IR.1. If achangeis madeto a 1099 that has already been printed and distributed, you should ensure the
affected recipient is provided an updated form. The LAST PRINT REQUEST date on screen IR.1 can be
used to check if the form has been printed at an earlier date.

Changes made after mailing of 1099sto vendorsand prior to close of business on Mar ch 22, 2006:
Any changes made after mailing of 1099s to vendors should be done as usual on Screen IR.1. Y ou should
ensure the affected recipient is provided an updated form. The LAST PRINT REQUEST date on screen
IR.1 can be used to check if the form has been printed at an earlier date.

NOTE: Any changed 1099s issued prior to close of business on March 20, 2006, are not ‘ Corrected’
1099s per the IRS definition because no 1099s have yet been reported to the IRS.
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Changes made after close of business on March 22, 2006:
The 1099s prepared/corrected during this period are subject to the IRS rules for filing 'Corrected Returns
(Instructions for Forms 1099, 1098, and W-2G). You are responsible for preparing and mailing the
changed 1099. However, the 1099 record in the 1099 file will contain a Forms Control ‘ T' and cannot be
changed. Please note the IRS instructions refer to Copy A and Copy B. The 1099 form sets that contain
Copy A and Copy B will have to be obtained from the IRS or a commercial provider.

IRS 1099 Security: The following table describes the security options that can be selected on the
AFRS Security Screen SS.1. Y ou will need appropriate levels of security in order to perform the IRS
1099 preparation and reporting tasks.

IRS 1099 Screen IR.1 - Viewing, adding, changing, deleting, and printing are controlled by
Security is Disbursement Reporting security flag *1099’. Record locking requires a security
controlled by level of ‘2" in Disbursement Reporting security flag ‘Prof’ (Profile).
severa AFRS Screen IR.1.1 - Access to the 1099 print screen and printing of 1099s requires a
security flags. security level of '2' in the Disbursement Reporting security flag '1099'.
The security Screen |R.2 — Controlled by Disbursement Reporting security flag ‘1099'. Security
. level "1' or '2' allows view access on this screen.

codes .used A€ | screen IR.3-Viewsand reporting are controlled by security level '2' in the
Security Code Disbursement Reporting security flag *1099’. IRS Mass Summarization*
0 = No access requires a security level of ‘2" in Disbursement Reporting ‘ PROF’ (Profile).
to the screens. Screen | R.4 — Controlled by Disbursement Reporting security flag < 1099'. A
Security Code security level of ‘1’ or '2' allows the letters to be ordered.
1 =Screenscan | Screen IR.5—Viewsrequire asecurity level of ‘1’ or '2' in Disbursement Reporting
be accessed, security flag ‘PROF’ (Profile).
data can be Screen |R.6 — Controlled by security flag *1099'. Views and ordering of the
viewed, and processes require a‘ 1099 security level of *2'. Thisisachange from requiring a
reports can be ‘PROF security level of ‘2.

Screen |R.7 — Controlled by Disbursement Reporting security flag *1099'. A
requ%_ted. security level of ‘1’ allowsthe |etters to be ordered.
Security Code | gereen |R.8 — Controlled by Disbursement Reporting security flag *1099'. A
2 = Screens can security level of ‘1’ or '2' allows the report to be ordered. (Not applicable to non-
be accessed; DRS agencies.)
data can be Screen DS.1 — Controlled by Disbursement Reporting flag ‘ PROF . Changes
viewed; reports require a‘PROF’ security level of ‘2'.
can be Screen DM .1 — Controlled by Disbursement Reporting flag *DISB’. Changes
requested; and requirea‘DISB’ security level of *2'. (Not applicable to non-DRS agencies.)
data can be OMWBE/IRSDETAIL UPDATE Screen — Controlled by Disbursement Reporting
added flag ‘DISB’. Changesrequire a‘DISB’ security level of ‘2'. (Not applicable to
chang’ed or non-DRS agencies.)
deleted ' Screen DM .5 — Controlled by Disbursement Reporting flag ‘DISB’. Reports can be ordered

' with DISB’ security level of ‘1’ or '2'. (Not applicable to non-DRS agencies.)
Screen DV.0 & DV.8 — Controlled by Disbursement Reporting flag ‘DISB’. Reports can be
ordered with DISB’ security level of ‘1’ or '2'. (Not applicable to non-DRS agencies.)
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SCREEN IR -1RS 1099 MENU

=== DRS === (IR)================ IRS 1099 MENU ==================== C105V030 ===
TR: 999M 0001
SUMMARIZATION FREQUENCY: DAILY (MAINTAIN ON DS.1 - DRS PROFILE)
TYPE "S" IN FRONT OF YOUR SELECTION AND PRESS ENTER.
New -IRS 1099 RECORD MAINTENANCE- -IRS 1099 PRINTING AND REPORTS-
_ UPDATE IRS 1099 RECORDS (IR.1) _ PRINT IRS 1099 FORMS (IR.1.1)
Reports | _ vIEw IRS 1099 RECORDS (IR.2) _ IRS 1099 REPORTS (IR.3)
_ VIEW DISBURSEMENT SUMMARY (DM.2) _ DRS331 (DRS REMITTANCE LISTING)
_ OMWBE/IRS DETAIL UPDATE (DM.A) _ DRS333 (MISSING TIN)
_ IRS 1099 RE-SUMMARIZATION (IR.3) _ DRS336 (IRS 1099 FILE LISTING)
_ DRS343 (IRS 1099/SWV FILE NAME/
-AGENCY AND STATEWIDE VENDOR SCREENS- ADDRESS MIS-MATCH)
_ ACCESS COMBINED VENDOR SELECTION (VE.1) _ DRS348 (MULTIPLE BOXES/SAME TIN)
_ ACCESS AGENCY VENDOR FILE (VE.2)
_ ACCESS STATEWIDE VENDOR FILE (VE.3) -IRS 1099 PROCESS MANAGEMENT-
_ DRS PROFILE (DS.1)
-VENDOR COMMUNICATIONS- _ CHANGE 1099 SUMMARIZATION (DS.1)
_ TIN CONFIRMATION REQUEST ~ 1099 PROCESSING SCHEDULE (IR.5)
_ VENDOR TRANSMITTAL REQUEST _ DRS340,341,342,344,347 (IR.6)
NOTE: IF ACCESSING NON-IRS SCREENS, USE TR: FUNCTION TO RETURN TO 'IR' MENU
PF3=RETURN, PF12=MESSAGE, CLEAR=EXIT

Thisisthe menu screen for accessing the screens you will be using to prepare your Forms IRS 1099-
MISC. The screen has been constructed to provide selection of actions you want to take.

To get to this screen IR:

On the AFRS PRIMARY MENU screen:

Type your agency number.

Type ‘DR’ in the 'Select Function’ field.

Press ‘Enter’ to view the DISBURSEMENT SYSTEM PRIMARY MENU.

=== DRS === (DR)======= DISBURSEMENT SYSTEM PRIMARY MENU ========== C105V010 ===
TR:
--------- NEW PRIMARY MENU--------- ---------OLD PRIMARY MENU--------
V -- ONLINE VIEW MENU DM -- DISBURSEMENT MENU
R -- REPORTS MENU IR -- IRS 1099 MENU
I -- IRS 1099 MENU DS -- DISBURSEMENT SYSTEM
CONTROL MENU
C -- DRS SYSTEM CONTROL MENU WR -- WARRANT DISBURSEMENT MENU
AGENCY: 999M DRS TRANSACTION COUNT: 000002202
SUPPLEMENTAL ID: 0001 IRS 1099 SUMMARIZATION SET TO: D
SELECT FUNCTION: __ (USE 1ST POSITION IF NEW MENU SELECTION)
PF1=HELP, PF3=RETURN, PF12=MESSAGE, CLEAR=EXIT
PRIVACY NOTICE:
THE DRS SYSTEM DOES NOT COLLECT PERSONAL INFORMATION FROM SYSTEM USERS.
THE SYSTEM FILES/PRODUCTS MAY CONTAIN PERSONAL INFORMATION ABOUT CITIZENS.
SAFEGUARDING/DISPOSITION OF DRS FILES/PRODUCTS MUST COMPLY WITH EXECUTIVE
ORDER 00-03, 4/15/00; RCW 42.17.310; AND THE FEDERAL PRIVACY ACT OF 1974.
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The SUMMARIZATION FREQUENCY field displays the agency's selection for the frequency of
summarization of DRS recordsto IRS 1099s. The display will be 'daily' (D), ‘weekly' (W), 'monthly"'
(M), or 'none' (N) as determined by the agency selection on Screen DS.1 - Agency Profile Maintenance
(reference instructions for screen DS.1). Also reference section DS. 1.

On the DISBURSEMENT SYSTEM PRIMARY MENU SCREEN:

Ensure your agency number is correct.
It is not necessary to type anything in the ‘ Supplemental ID’ field unlessthe
field is blank (thisfield should contain ‘0001 for any agency except 3050 &
3100). If thefield isblank and your agency is not 3050 or 3100, then type
‘0001. If your agency is 3050 or 3100, type the appropriate supplementa ID.

Type'l’ inthe Select Function Field
Press‘Enter’ to view the IRS 1099 MENU Screen.

To select one of the IRS screens:

Type'S (select) to the left of the desired action and press enter. For example:
Print one or more RS 1099 recor ds:

[ Type 'S beside PRINT IRS 1099 FORMS (IR.1.1). |
| Press ‘Enter’. |
[The IR.1.1 (IRS 1099 PRINT) screen will display. |

| Reference section IR.1.1 for printing instructions. |
NOTE: You can also access the 1099 print screen through the IRS 1099 screen IR. 1.

NOTE: The RS menu has been constructed to allow you to select the action you want to take.
The result of selecting an action (such as printing of 1099s) will take you to the screen that supports
the selected action. Asaresult, several of the actions will take you to the same screen.

You will find that after viewing a selected screen that an F3 exit from the selected screen will not
take you back to the IRS Main menu. If you want to access the IRS menu you will have to type IR’
in the transfer function and press 'enter', or work your way through the menusto get to 'IR'.

The following breakdown shows you the F3 progression from screens accessed through the IRS

1099 Menu:
VE.1,VE.2, & VE.3 DRSMain Menu
DM.2 & DM.A Disbursement Menu & then to DRS Main Menu
DS1 Disbursement System Control & then to DRS Main Menu

IR4& IR.7 DRS Main Menu
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SCREEN IR.1- ADD, CHANGE DELETE IRS 1099 RECORDS

=== DRS === (IR.1)========= UPDATE IRS 1099 RECORDS =============== (C105V031 ===
TR: LAST UPDATE LAST PRINT REQUEST 999M 0001
CREATE DATE
FUNCTION: _ (A=ADD, C=CHANGE, D=DELETE, V=VIEW, N=NEXT, B=BACK, P=PRINT)
CALENDAR YEAR:
TIN: SSN/TAX ID TYPE: _ (R, S OR T)
VENDOR NUMBER : New
VENDOR NAME :
VENDOR ADDRESS: 1ST ADDR?: Y (Y=YES, N=NO) Screen
1ST ADDR?: N Format
CITY/STATE/ZIP: - US/FOREIGN ADDR: _ (U OR F)
1) RENTS: 0000000000 2) ROYALTIES: 0000000000
3) OTHER INCOME: 0000000000 4) FED TAX WITHHELD: 0000000000
5) FISH BOAT PROCEEDS: 0000000000 6) MED/HEALTHCARE PYMTS: 0000000000
7) NON-EMPLOYEE COMP: 0000000000 8) DIVIDENDS/INTEREST: 0000000000
9) THE AGENCY MADE DIRECT SALES OF $5000+ TO VENDOR FOR RESALE: _
10) CROP INSURANCE: 0000000000
14) GROSS PROCEEDS PAID TO AN ATTORNEY: 0000000000
RECORD LOCK: _ (Y=LOCKED, N=UNLOCKED) $600 LIMIT OVRD: _
FORMS CONTROL: C (C=CORRECT/ADD, T=IRS TRANSMITTED) 2ND TIN NOTICE: _ (X=YES)
3RD ADDRESS:
F1=HELP, F3=RETURN, F4=RETURN TO 1099 VIEW SCREEN, F12=MESSAGE, CLEAR=EXIT

Note:

The 1099 print screen is accessed using Function 'P' from this screen
OR

the print screen can be accessed from the IRS Menu screen (IR).

This screen isused to VIEW your agency's IRS 1099-MISC records, whether system generated or
manually added. Since your agency uses the DRS system, the 1099 summarization process probably
generated all or most of the 1099 records. In addition to the VIEW feature, this screen also allows you
to:
» ADD, CHANGE, and DELETE individual IRS 1099 records. (If forms control isnot ‘T’.)
» PRINT IRS 1099 records for distribution to vendors.

ADDING AN IRS 1099-M |1 SC RECORD: There are four ways a 1099 record can be added.

1. Accessthe screen IR.1 and manually add arecord.

2. If your agency usesthe DRS system and DRS Profile summarization is set to ‘D', 'W', or 'M'
the system will add records based upon summarization of remittance transactions that
contain an IRS Box 1-8, A, or C.

3. Screen IR.6 contains ajob (DRS344), which, if selected, will run on the Saturday night
following selection. The job will look at each agency vendor record which containsa TIN,
Tax Type, and IRSBox 1-8, A or C and then look at the IRS 1099-MISC file to seeif an
IRS 1099 record with the same TIN exists for the designated year. If acorresponding IRS
1099 record cannot be found, the job will build an IRS 1099 record with dollar amounts of
zero.

ssé 4. AGENCY ROLL Screen IR.6 contains ajob (DRS347), which, if selected, will run on the
Saturday night following selection. The job will look at each agency 1099-MISC record
from the prior reporting year and then compare it to the current year IRS 1099-MISC file to
seeif an IRS 1099 record with the same TIN exists for the designated year. If a
corresponding IRS 1099 record cannot be found, the job will build an IRS 1099 record with
dollar amounts of zero. A report (DRS347) will be created which will list those 1099
records that did not get changed.
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Agency 1099s can be accessed:
a Directly from the IR.1 screen ('VIEW' or ‘NEXT’ on a specific year and TIN
(Federa 1D)
b. By a'Select' from Screen IR.2.
C. Through the Online View — DV.0 by choosing the “SELECT FIRST DISPLAY” of
‘A

Agency 1099 printing isinitiated from this screen or the IRS Menu screen. Please note the security
required to accessthe print screen is'2' for the 1099 Disbur sement Reporting Flag on the security
maintenance screen.

Any agency, whether or not a Disbursement Reporting System (DRS) subscriber, can prepare and print
forms IRS 1099-MISC through this screen. Agencies, which have not previously used this process,
should contact:

Phil Taylor  phone: (360) 664-7712 or DeniseTabler phone: (360) 664-7788
fax: (360) 664-3363 fax: (360) 664-3363
e-mail: phil.taylor@ofm.wa.gov e-mail: denise.tabler@ofm.wa.gov

FUNCTION: The function identifies the action you want to take.

A=Add anew record. Type the necessary information such as TIN, Tax Type, vendor name, vendor
address, and amount in the appropriate fields, etc.; press 'enter'.

C=Change an existing record. View the record to be changed, type 'C' in the Function, type the
information to be changed; press 'enter’.

D=Delete arecord. View the record to be deleted, type 'D' in the Function, press 'enter'. If you
discover you deleted a 1099 record in error and you have not exited or changed the screen after
deleting the record, you can type ‘A" in the Function and press 'enter’ to re-add the 1099 record.

V=View arecord. Type the year and the complete TIN of the record to be viewed, press 'enter'.

N = View the next record. Use of this function will find the next sequential 1099 record (based on
TIN sequence). Use of 'next' on ablank screen will find the first 1099 record in the file (based
on TIN number sequence) for the earliest year in the 1099 file (usually the three preceding
years).

B=Back to the previousrecord. Use of this function will find the previous sequential 1099 record
(based on TIN sequence). Use of 'back' on ablank screen will not find a 1099 record in the file
because there are no previous records to the beginning of thefile.

P=Print 1099s. Use of thisfunction will accessthe IRS 1099 PRINT screen (IR.1.1).

LAST PRINT REQUEST: Thisisthe date of the last time the displayed IRS 1099-MISC record

was printed. Printing does not change the FORMS CONTROL. This date appears on the DRS336
report.

CREATE DATE: Thisisthe date a 1099-M|SC record isfirst created.

LAST UPDATE DATE: Thisisthe date of the last time the displayed IRS 1099-MISC record was
changed or modified.
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PRINT: Agenciesmust print their IRS 1099-M | SC formsthrough this PRINT function.
Agencies can print their IRS 1099-M1SC forms whenever they are ready. The formswill print on
single sheets that can be folded and inserted in a standard #9 window envelope. A sample of the
form can be found in Appendix A. Use of Function 'P' (PRINT) will take you to screen IR.1.1.
NOTE: Eachtimeaformisprinted the LAST PRINT REQUEST field will be updated.

TIN (Taxpayer Identification Number): (11 characters) TIN isthe way 1099 records are
identified (record key) in the 1099 file. Records are found by specific identification of the TIN and
thefileissorted in TIN order. Thefield contains:

e Blanksif thereis no 1099 record.

e TIN if onehasbeen entered. The TIN can be entered without any dashesto VIEW or ADD
1099 records. The Tax Type must also be entered if arecord isbeing added. The Tax Type will
edit the TIN format when arecord is added (reference Tax Type below). If the TIN is entered
with dashes, the format for Social Security Number (SSN) and Individual Taxpayer
Identification Number (ITIN) is:

XXX-XX-XXXX
and the format for Employer Identification Numbers (EIN) is:
XX-XXXXXXX

e Blank TIN Designator if a 1099 record is being added or has been added, but avendor TIN has
not been obtained. The following note explains how the Blank TIN Designator is used:

NOTE: The Blank TIN Designator enables agencies to add and report IRS
1099-MISC records on vendors when a Taxpayer Identification Number (TIN)
is not available. This feature does not relieve agencies from IRS rules
and penalties related to blank TINs. The actions for adding, maintaining,
and deleting IRS 1099-MISC records that contain blank TINs are described
in the following paragraphs.

Instructions for adding a 1099 with a blank TIN:
1. If you must prepare and submit an IRS 1099 but do not yet have a TIN
you can add an IRS 1099-MISC record on screen IR.1.

To do this:

a. Type the word BLANK in the first five positions of the TIN field, OR
type the word BLANK followed by four numbers. Type in the other
information required on the screen and press 'enter'. The online
edit message 'TRANSACTION SUCCESSFULLY ADDED' will appear at the
bottom of the screen.

If you typed BLANK the system will assign the succeeding four
numbers sequentially beginning with 0000 or the next sequential

number greater than 0000. For example:
The system will compute a vendor blank TIN consisting of the word
'BLANK' followed by four numbers, starting with 'BLANKO0000'. The

second 1099 record added with a blank TIN will be assigned
‘BLANKOO0OO1’; the third blank TIN will be 'BLANKO00O02', etc.
If you typed BLANK followed by four numbers the system will
accept that combination unless it already exists. An online edit
'"TRANSACTION ALREADY EXISTS ON 1099 FILE' will appear if the
BLANK/numeric combination already exists in your agency IRS 1099-
MISC file.

Once you add the records with BLANK TINs you can view the added records by
putting 'N' in the function, type the year, clear the TIN field, then
press 'enter'. The first record you see will be BLANK0000O; additional
pressing of the ‘enter’ key will access any additional 1099 records with a
blank TIN.
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OR
You can view a specific BLANK record by typing the specific BLANK/numeric
combination you are looking for, and then press the 'enter' key.

Changes to IRS 1099 records with Blank TINs can be done only by first
viewing the record to be changed.

The job that creates IRS 1099 file that is sent to the IRS will change the
IRS 1099 record TINS that contain the word 'BLANK' to actual blanks.

CAUTION: If you use this feature to create IRS 1099 records with blank
TIN please carefully review and validate the blank TIN records in your IRS
1099 file before they are sent to the IRS as of close of business on March
20, 2006. If a blank TIN record is not supposed to be in the IRS
1099 file, it should be deleted before March 20, 2006.

Please note: The Internal Revenue Service 2005 General Instructions for Forms 1099. 1098, 5498,
and W-2G:

Section includes the statement: "You may be subject to a penalty for an incorrect or missing TIN
on an information return."

The Penalties section states "If you fail to file a correct information return by the due date and
you cannot show reasonable cause, you may be subject to a penalty. The penalty applies if you
fail to file timely, you fail to include all information required to be shown on a return, or you
include incorrect information on a return. The penalty also applies if you file on paper when you
were required to file on magnetic media, you report an incorrect TIN or fail to report a TIN, or
you fail to file paper forms that are machine readable."”

The IRS Publication 1220, Specifications for Filing Forms 1098, 1099, 5498 and W-2G Electronically
or Magnetically, states in the rules (for payee 'B' Records) for creating the TIN in the IRS 1099 file
to be sent to the IRS: "If the identification number has been applied for but not received, enter
blanks...If the TIN is not available, enter blanks. "

If you have some specific questions about IRS rules (including reporting IRS 1099-MISC records with
blank TINs) you should contact the IRS at:

Toll Free - 1-866-455-7438 (this as an excellent resource)

TDD: 1-304-267-3367

Fax: 1-304-264-5602

E-mail: mccirp@irs.gov

There also is an IRS website specific to federal, state and local
governments: www.irs.gov/govts

You can call the IRS to ask questions but we recommend you send an e-mail so that nothing gets
lost in the translation. This is a busy time of year for the IRS, so you may have to wait a while to
get an answer. (when you call you will be advised that you can send an e-mail.) Whether you talk
with someone or send an e-mail you should be sure to ask for and obtain the name and IRS badge
number of the IRS person who responds to you.

If you send an e-mail to the IRS please include the following persons
(phil.taylor@ofm.wa.gov), (denise.tabler@ofm.wa.gov) and (steve.niel son@ofm.wa.gov) as
copies.
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SSN/TAX ID TYPE: (1 character)(also known as TAX TYPE). Thefield contains:
e 'Blank’ if you are not viewing a specific 1099 record.
e 'Sor'R'ifthelRS1099 TIN isan SSN or ITIN. If the TIN isfirst entered without dashes
(XXXXXXXXX), and the Tax Typeis'S or 'R', the format will be changed to XXX-XX-
XXXX when the 'Enter’ key is pressed.
e 'T'ifthelRS1099 TIN isan EIN. If the TIN isfirst entered without dashes (XXXXXXXXX),
and the Tax Typeis'T', the format will be changed to X X-XXXXXXX when the 'Enter’ key is

pressed.

The Tax Type controls the formatting of the TIN as follows:
Tax Type'S = XXX-XX-XXXX

Tax Type' R = XXX-XX-XXXX

Tax Type'T' = XX-XXXXXXX

If a Tax Type code and the format are not consistent with the formatting convention, the edit
message ‘ TIN REQUIRED, MUST BE IN APPROVED SSN FORMAT’ will be displayed
until the TIN format is corrected.

VENDOR NUMBER (Account Number): (12 characters). Thisisarequired field if you have
multiple accounts for a recipient for whom you are filing more than one Form 1099-MISC. The
vendor number of the vendor will be added by the DRS system when IRS 1099 records are created
by the system. If arecord is manually added online we encourage you to include a vendor number.
When arecord is manually added it is not edited against the agency vendor file. Thisvendor
number will print on the IRS 1099-MISC form in the Account Number field and will also be
included in the 1099-M1SC submission to the Internal Revenue Service.

Account number: Normally, the Account Number in the AFRS/DRS systems is the Vendor
Number. The following section is quoted from the 2004General Instructions for Forms 1099, 1098,
5498, and W-2G (as of August 24, 2005, the 2005 Genera Instructions for Forms 1099, 1098, 5498,
W-2G were not available from the IRS). We expect these instructions will remain unchanged for
2005: “P. Account Number Box on Forms; Use the account number box on all Forms 1099,
1098, 5498, and W-2G for an account number designation. The account number isrequired if you
have multiple accounts for a recipient for whom you are filing more than one information return of
the sametype. Additionally, the IRS encourages you to include the recipient’ s account number on
paper forms if you system of records uses the account number rather than the name or TIN for
identification purposes. Also, the IRS will include the account number in future notices to you
about backup withholding. If you arefiling electronically or magnetically, see Pub 1220.”

“The account number may be a checking account number, savings account number, seria
number, or any other number you assigned to the payee that is unique and will distinguish
the specific account. This number must not appear anywhere else on the form, and this box may
not be used for any other item unless the separate instructions indicate otherwise. Using unique
account numbers ensures that corrected information returns will be processed accurately.”

“If you are using window envelopes to mail statements to recipients, and if you are using reduced
rate mail, be sure the account number does not appear in the window because the Postal Service
may not accept these for reduced rate mail.
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2005 Instructions for Form 1099-M1SC

“The account number (vendor number) isrequired if you have multiple accounts for a
recipient for whom you are filing more than one Form 1099-MISC. Additionally, the IRS
encourages you to designate an account number for all Forms 1099-M1SC that you file. See
part P in the 2005 General Instructions for Forms 1099, 1098, 5498, and W-2G.”

VENDOR NAME, VENDOR ADDRESS, CITY/STATE/ZIP CONVENTIONS.

The vendor naming and addressing conventions to meet IRS reporting requirements can be found in
the 2005 General Instructions for Forms 1099, 1098, 5498, and W-2G. Some of the important
points are:

a. "If payments have been made to morethan onerecipient or the account isin more
than one name, show on thefirst name line the name of therecipient whose TIN is
shown on thereturn. You may show the names of any other individual recipientsin
the area below thefirst line, if desired.”

b. "For sole proprietors, you must show the individual's name on the first name line; on
the second name line, you may enter the "doing business as (DBA)" name. Y ou may
not enter only the DBA name. For the TIN, enter either the individual's SSN or the EIN
of the business (sole proprietorship). The IRS prefers that you enter the SSN.”

¢. "For asingle-member limited liability company (LL C) (including aforeign LLC with
aU.S. owner) that is disregarded as an entity separate from its owner under Regulations
section 301.7701-3, enter the individual’s name only on the first name line and the
LLC’'s name on the second name line. For the TIN, enter the individual’s SSN (or EIN,
if applicable). If the LLC is acorporation, partnership, etc., enter the entity’ s EIN."

d. "TheTIN for individua recipients of information returnsisthe SSN. For other
recipients, including corporations, partnerships, and estates, the TIN isthe EIN."

The IRS Publication 1220 (Specifications for Filing Forms 1098, 1099 Series, 5498 and W-2G
Magnetically or Electronically) providesfor up to two linesfor the vendor name (on the 1099
record screen IR.1 thisis the vendor name line and first address ling), one line for the vendor
address (delivery address), and one linefor the vendor city/state/zipcode+4.
NOTE: Thethird address line has been moved to the bottom of the IRS 1099 screen
(IR.2).

The delivery address information on screen IR.1 must be the line immediately preceding the city,
state, zip and must be limited to one linein either thefirst or second addressline. The 1099 form
and the data transmitted to the IRS will accept only one addressline. The delivery addressline
to be printed on the 1099 and provided to the IRS must be marked with ‘Y’ in the appropriate * 1ST
ADDR? box (the other *1ST ADDR? box must be 'N")*. If the vendor (payee) name information
on the first line continues onto the 1st Address line, type your delivery addressinfor mation on
the second address line and code the second addressline'1st ADDR?' box with *Y’. The
address line must not contain any data other than the payee’ s mailing address.

*There is now a weekly job in place that examines existing unlocked IRS 1099-MISC

records and then will appropriately set the 1ST ADDRS? switches.
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Address guidelines:

1)

2)
3)
4)
5)

delivery address should include street name, number, apartment, room or suite number.
or

Post office box (PO BOX) if mail isnot delivered to a street address.

Left justify the delivery address (start at the left-most position of the address line).

Do not include in the delivery address any data other than the payee's delivery address.
Typea'U’ or ‘F inthe US/Foreign Addr box to describe the address as a US address
or a Foreign address.

A ‘U’ US/Foreign Address box invokesthe following edits:

‘ADDRESS 1 MUST BE ENTERED’ - The vendor address line immediately below
the vendor name cannot remain blank. Usually this line contains additional
vendor name information, or the delivery address. If you wish to leave thisline
essentially blank, and start the delivery address on Addressline 2, type one
period in the first position of the line.

‘CITY MUST BE ENTERED’ - The system islooking for at least one character in
thisfield.

‘STATE MUST BE ENTERED FOR USVENDOR'’ - The system will look for a
valid two letter state code.

‘STATE ENTERED MUST BE ONE OF APPROVED IRSVALUESIFUS
VENDOR'’ - This message will be displayed if the entered state code isinvalid.

‘ZIP MUST BE ENTERED’ - The system islooking for anumber ‘0-9’ in each of the
first five positions of thisfield. Thefirst 5 positions must be numbers; the last
4 positions must be spaces or numbers.

An‘F US/Foreign Address box invokesthe following edits:
‘ADDRESS 1 MUST BE ENTERED'’ - The vendor address line immediately below
the vendor name cannot remain blank. Usually this line contains additional vendor
name information, or the first line of the vendor address. If you wish to leave this
line essentially blank, and start the vendor address on Address line 2, type one period
in the first position of the line. The rest of the address lines can contain any
characters or blanks.

NOTE: If you arereporting a foreign vendor you are strongly advised to call the

International IRS Help Line to obtain assistance about reporting the vendor.

Basically, an address cannot be entered if the USSFOREIGN ADDR is'blank’. If
you try to add or change a 1099 record with a ‘blank’ US/Foreign Address box,
the following edits will be active:

‘ADDRESS 1 MUST BE ENTERED’ - The vendor address line immediately below the
vendor name cannot remain blank. Usually this line contains additional vendor
name information, or the first line of the vendor address. If you wish to leave
thisline essentially blank, and start the vendor address on Address line 2, type
one period in the first position of theline.

‘CITY MUST BE ENTERED' - The system islooking for at least one character in this
field.

‘STATE MUST BE ENTERED FOR USVENDOR'’ - The system will look for avalid
two letter state code.

‘STATE ENTERED MUST BE ONE OF APPROVED IRSVALUESIF US
VENDOR'’ - This message will be displayed if the entered state code isinvalid.
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1ST ADDR?: (1 character) The actual delivery address of the vendor address must be designated
with a'Y' intheappropriate'1ST ADDR? field. The addressline which isnot the delivery
address must contain an 'N'. Thereisnow aweekly job (DRS345) that updatesthe '1ST
ADDR?' fields of current year IRS 1099 recordsif the following conditions exist:

1. If the IRS 1099 record is not locked.

2. If the IRS 1099 record Forms Control is'C'.

3. If the IRS 1099 record year isthe current year. In the months of January, February, or March
the IRS 1099 records of the previous calendar year will also be considered for update to the
1st Address field.

The 1st Address fields update logic is:

If the 1099-ADDR2 is blank, the 1099-1st-address-1 will be changed to "Y' and the 1099-1st-
address-2 will be changed to 'N',

If the 1099-ADDR2 is not blank, the 1099- 1st-address-1 will be changed to 'N' and the 1099- 1st-
address-2 will be changed to 'Y".

Designation of the delivery address line of the IRS 1099 must be completed by close of business on
March 22, 2006, to ensure the vendor name and address information is correctly reported to the
Internal Revenue Service.

IRSBOX(s) 1thru 8, 10 and 14): These fields and amounts represent the actual reporting boxes
and reporting box amounts on the IRS 1099-MISC form. The IRS Box amounts (dollars and cents)
are generated during the 1099 summarization process, or can be provided when a 1099 record is
manually added or changed. If you manually add or change a 1099 record, type the amount (dollars
and cents)(left justified without a decimal for cents, or right justified with leading zeroes and no
decimal for cents to be reported in the appropriate field. Please note the right-most two positionsin
the amount fields represent cents. The Box 9) field should generally be ‘N”. The Box 10) amount
should generally be 0000000000. The Box 14) field should contain an amount of 0000000000 or
gre